
Section 11 Biennial Review on May 11, 1998. It appears less than 5% of these proposed

changes were included in the Notice for comment. USTA will tile the final version of its

proposals as an attachment to its comments. It is a comprehensive proposal that BellSouth fully

supports. BellSouth urges the Commission to consider these proposals and not summarily

dismiss them, as appears to have been done in the Notic~.

B. BellSouth Proposes Other Accounts Or Filings That Could Be Reduced Or
Eliminated

Section IV of the Notice proposes minor changes including the elimination of a few

support asset accounts and the reduction of a few filing requirements. These proposals are a

good beginning. However, they are far from identifying all regulation that is no longer in the

public interest and should be eliminated. Accordingly. pursuant to paragraph 19 of the Notice,

BeliSouth proposes changes in the current rules. BellSouth has also included attachments that

identify, for each proposal. a redacted and modified set of rules to implement those proposals.

1. Eliminate 47 C.F.R. 35.5999(1)

Simplify Part 32 by eliminating the expense matrix categories required in Section

32.5999(f). Telecommunications carriers are required to identify the amount included in each

Part 32 expense account (61 xx-67xx) for salaries and wages, benefits, rents, other expenses, and

clearances. Tracking of cost by expense matrix category does not provide any benefit under the

current regulatory paradigm of price regulation. See Attachment 2 for modification of rules to

implement this recommendation.

2. Eliminate Requirement to Have GAAP Changes Approved

Simplify Part 32 by eliminating the requirement for Commission approval prior to

adoption of changes in accounting standards by carriers. Part 32 rules incorporate generally

accepted accounting principles ("GAAP"). The Financial Accounting Standards Board provides
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a process through which proposed changes in GAAP are exposed for debate, discussion and

evaluation. When this process is complete and new or changed accounting standards are issued,

notification of the intention to adopt and performance of revenue requirement impact study for

the current year and three years into the future puts an extra burden on telecommunications

carriers that is not shared by their competitors. See Attachment 3 for modification of rules to

implement this recommendation.

3. Eliminate Transfer Requirement of Suspended Projects

Simplify Part 32 by modifying Section 32.20OJ to eliminate the requirement that projects

suspended for six months or more be transferred to Account 2006, Non-operating Plant. This

requirement was added when the Commission modified Part 32 to consolidate Accounts, 2003

and 2004 into Account 2003, Telecommunications Plant Under Construction. Projects

frequently get suspended for six months or more and this requirement produces unnecessary

transfers between these two accounts. See Attachment 4 for modification of rules to implement

this recommendation.

4. Eliminate Rules Regarding Recording of Unusual Items, Contingent
Liabilities and Rules Regarding Materiality

Simplify Part 32 by modifying the requirements in Section 32.25 and 32.26 to eliminate

the requirement to notify the Commission prior to booking unusual items and contingent

liabilities and the requirement to not follow GAAP guidance on materiality. See Attachment 5

for modification of rules to implement this recommendation.

5. Eliminate Tax Gross-Up Calculation for Financial Statement of
Accounting Standards ("FSAS") 109 Entries

Simplify Part 32 by eliminating the requirement to perform a tax gross up calculation on

FSAS 109 entries. Modify Section 32.4341 to eliminate the requirements to make balance sheet
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entries for recognition of FSAS 109. This can be accomplished by removing the requirement to

gross up deferred taxes to a revenue requirement level and journalize the gross up in Accounts

4341 and 4361. See Attachment 6 for modification of rules to implement this recommendation.

6. Modify Section 32.2000(f)(i) to Permit Average Costing of Investment
in Hardware Central Office Equipment

Simplify Continuing Property Record ("CPR") requirements at Section 32.2000(f)(i) by

permitting average costing of hardwire investment at the state level for retirements/transfers of

hardwired investment. Use First In-First-Out ("FIFO") method to distribute material and other

cost to hardwired investment at the state level. See Attachment 7 for modification of rules to

implement this recommendation.

7. Eliminate Accounts 2411 Poles and 2441 Conduit Systems

Simplify Part 32 by permitting the transfer of the costs in Account 2411, Poles, to

Account 2421, Aerial Cable, and permitting the transfer of costs in Account 2441, Conduit

Systems, to Account 2422. Underground Cable. The cost of poles and conduit systems

transferred to Accounts 2421 and 2422 should be spread over the retirement units in each of

these accounts. Expenses charged to Account 641 1, Poles Expense, and Account 6441, Conduit

Expense, would be classified to Account 6421, Aerial Cable Expense, and Account 6422,

Underground Cable Expense. respectively. See Attachment 8 for modification of rules to

implement this recommendation.

8. Permit All Telecommunications Carriers to Use the Class B Level
Chart of Accounts

Pursuant to the discussion in Section II above. simplify Part 32 by consolidating the chart

of accounts for all telecommunications carriers to the Class B level. The carriers' books will
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continue to provide the financial information required for ARMIS reporting and Part 36

separations. See Attachment 9 for modification of rules to implement this recommendation.

V. CONCLUSION

BellSouth urges the Commission to recognize the telecommunications industry has

changed dramatically in the last ten years and that many of the accounting and cost allocation

rules implemented a decade ago for rate of return regulation are obsolete and serve no useful

purpose. BellSouth believes the accounting and cost allocation rules are one of the last vestiges

of rate of return regulation and do not reflect the change that has occurred and continues to occur

in the telecommunications industry. In fact while other requirements and processes are being

streamlined and simplified the accounting and cost allocations requirements have continued to

become ever more burdensome. Under the 1996 Act the Commission has an unambiguous

statutory mandate to reverse this trend in this proceeding. Thus, the Commission should reverse

this trend and follow Congress' mandate and eliminate regulation that is no longer in the public

interest.

In these Comments. BellSouth has shown that the price cap LECs have no incentive or

ability to engage in cost shifting. Many of the existing accounting and cost allocation rules,

which are vestiges of rate of return regulation, are no longer necessary and should be eliminated
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The Commission should, therefore, apply the proposals in the Notice to include not only mid~

sized LECs, but also large LEes. Additionally, the Commission should adopt the

recommendations set forth in these Comments.

Respectfully submitted,

BELLSOUTH CORPORATION AND
BELLSOUTH TELECOMMUNICATIONS, INC.

~~M:RObertSl( erland
Stephen L. Earnest

Their Attorneys
Suite 1700
1155 Peachtree Street, N.E.
Atlanta, GA 30309~3610

(404) 249-2608
Date: July 17, 1998
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PART 32 SIMPLIFICATION
ELIMINATE FAIR MARKET VALUE RULE FOR SERVICES

BETWEEN CARRIERS AND NONREGULATED AFFILIATES

Modify Section 32.27(c) of the affiliate transaction rules to eliminate the requirement to estimate
the value of services provided to or received from affiliates as follows:

(c) Services provided between a carrier and its affiliate pursuant to a tariff, including a
tariff filed with a state commission, shall be recorded in the appropriate revenue accounts at the
tariffed rate. Non-tariffed services provided between a carrier and its affiliate pursuant to
publicly-filed agreements submitted to a state commission pursuant to section 252(e) of the
Communications Act of 1934 or statements of generally available terms pursuant to section
252(f) shall be recorded using the charges appearing in such publicly-filed agreements or
statements. Non-tariffed services provided between a carrier and its affiliate that qualify for
prevailing price valuation, as defined in part (d) of this section, shall be recorded at the prevailing
price. For all other services provided by a carrier's regulated operations to its affiliate, the
services shall be recorded at tRil Ri~Rilr Qffair FRarkilt valwil aRQ fully distributed cost. For all
other services received by a carrier's regulated operations from its affiliate, the service shall be
recorded at tRil \Q"'ilr Qf fair FRarkilt valwil aRQ fully distributed cost, ilXQilpt tRat silrviQilS rilQilivilQ
9y a QaFfililr frQFR its affiliahl tRat lilxists SQllilly tQ prQViQil slilrviQilS tQ FRilFR9ilrS Qf t~il Qarriilr's
QQrpQratil faA:lily sRall 9il rilQQrQilQ at fwll~' Qistri9(,1tilQ QQSt, fQr pWrpQSilS QftRis silQtiQR Qarriilrs
aril Fil'lwif@Q tQ A:lal'il a gQQQ fait~ Qiltlilrr;J;iiRatioR of fajr I~arklilt ','alw€
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PART 32 SIMPLIFICATION
ELIMINATE EXPENSE MATRIX REQUIREMENTS

Eliminate Section 32.5999(f) from Part 32

@Q:!~IQYitH;, SW~R as; ';' 'agis, salariis, .QFRFR issiQRS, QQRl.ISiS, iR.iRtivi awards aRd tirFR iRatim:l
~aYFRiAt~;.

(i) TAis sUBsiQiary r@.QrQ .atigQF)' sRall iR.lwQ@ aQ:!QWAts ~aiQ WI" tA@ ws@ Qf ~irsQAal Q~@ratiRg

~rQ~@~" AQ:!QWAtS ~aiQ wr r@al ~rQ~irt~' sRall B@ iA.lwQ@Q iR "•••Ql.IRt el:21, LaRQ aAQ Ql.IilQiRgS
J;!~'~@RSi, TRis .at@gQF)' iA.ll.Id@s ~a~{Al@llts t-Qr Q~iratil1g lias@s ewt QQiS AQt iA.ludi ~a~'FRiAts t-Qr
.a~ital I@asis,

(ii) TRis sUBsiQiary r@.QrQ .atigQry is a~~li.aBI@ QAly tQ tA@ PlaAt ~p@.ifi. Op@ratiQRS J;!XP@AS€
a••QWAts IA.iQilRtal r@Ats, i,g" SRQrt tirQ:! riAtal .ar ilX~ilASi, sRall eil .at@gQri~@Q as OtA@r
J;!XPilRS@S (s@@ ~aragFapR (f)(4) Qf tRis si.tiQA) HAQ@r tl1@ a••Q\,\At wAi.R r@fl@.ts tR@ fWA.tiQA wr
"Hili"A tAi iR.id~Rtal FiAt ';leas iAQWrriQ .

• lassifi@Q tQ tl1@ QtAif swesiQiaF)' f@.QFQ .atigQFi@s, IAlOIWQiQ aF@ Q:!atifial a/o1Q swppliiS, i/o1lOlWQil1g
pFQ'o'iSiQ/o1iAg (AQt@ alsQ A .lOQWl1t e~ 1:2, PFQ"isiQAiRg J;!XP@/o1Si); .QAtra.tiQ s@F'o'ilO@S; a.lOiQiAt aAQ
QaFRa8@ paYFR@Ats, iAswraA.@ ~FiFRi\'\FRs; traHiliA8 @X~@AS@S aRQ Qtl1if FRis.illaA@Qws .Qsts.

O;~AStfW.tiQA a••Ql.IAts (Si@ § J:2,:2ggg (.)(:2)(iii)), Qf Qtl1if Pla/o1t ~p@.ifi. 0p@fatiQAS J;!X~iAS~

a••QWRts, aAdtQf "•••QWAt 31 gg, A•••wFRwlat@Q Dipr@.iatiQA (.Qst Qf f@Q:!Q"al; S@i §
J:2,2ggg(8)( I)(iii)), as appFQpfiah~, j;pQQ:! A••Qw/o1ts ell:2, UQtQr V@l1i.l@ EXPi/o1S8, e113, Air.faft
J;!x.p@ASi, e114, ~pi.ial PWrpQSi V@l1i.l@s J;!X~iAS@, elle, Otl1ir \VQFk E'iwi~J1.1i/o1t EXP@RS@, e~34 ,
PlaAt Op@fatiQAS AQQ:!iRistfatiQA J;!XP@RSi, aRQ e~3~, J;!AgiRi@fiAg J;!XpiRS@, Tl1if@ sAall alsQ e~

tfaAs~fs tQ CQAStfW.tiQI1 QF Qtl1@f PlaAt ~~@.ifi. OPifatiQRS J;!Xp@RS@ a••Qw/o1ts, as appFQ~fiat@, fFQQ:!
,A•••Q\,\At e~ 1:2, PfQ"isiQAiAg EXP@AS@, Witl1 r@s~@.t tQ tl1@Si iXp@AS@S, .QFRpaAiiS FRay istablisA
sw.11 .liaFiAg a••QWAts as tl1iy QiiQ:! /o1i.issaFY tQ a••QQ:!plisll swbsta/o1tially tAi SaFRi riswlts,
pfQ'o'iQiQ tl1at witlliR 3g days Qf tl1i Q~iAiA8 Qf sw.11 a.lOQW/o1ts, lOQQ:!paAiis sl1all RQtify tile
CQFRFRis~iQA Qftl1i Aatwri aAd PWfpQS@ tRiriQf, AdditiQAal .liafiRg alO.QW/o1ts afflilOtiAg QtR@F @X~iAS€

afias FR~' Bi @staelisRiQ witl1 ~fiQr a~~fQ"al QftA@ CQQ:!Q:!issiQA. ~I1QwIQ .QFRpaAi@s @lilOt, tAi iAitial
iR.Wff@Q sWBsiQiaF)' fi.QFQ lOatigQF)' iQil1tifi.atiQR '-Ray Bi .arriid tl1rQwgll tQ tlli fiRal a••QWRts
witl1Q~lt tRis CQQ:!Q:!issiQA'" a~~fQ"al.
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PART 32 SIMPLIFICAliON

ELIMINATE REQUIREMENT FOR COMMISSION APPROVAL

BEFORE ADOPTING CHANGES TO EXISTING OR NEW ACCOUNTING STANDARDS

Modify Section 32.16 Changes in accounting standards as follows:

(a) The company's records and accounts shall be adjusted to apply new accounting
standards prescribed by the Financial Accounting Standards Board or successor authoritative
accounting standard- setting groups, in a manner consistent with generally accepted accounting
principles. Tlli .IlQR§i iR Q••QWRtiR§ StQRQQfQ !Hill awtQR:lQti.ally tah ift"i.t 90 QQ~(S att"f the
.QR:lflaRY iRfQfR:ls tllis CQR:lR:lissiQR Qf its iRtiRtiQR tQ fQlIQw tA" RiW staRQQfQ, wRliSS tile
CQR:lR:lissiQR RQtifiiS tlli .QR:lflaRY tQ tlli .QRtfQfY, CQR.WffiRt witll iRfQfR:liR§ tllis CQR:lR:lissiQJl
of its iRtiAt tQ ~uJQfJt ZlR aQQQYRtiRg staAQarQS QR3Agi; tAil QQI-llf'3R)' sRall also fili a Fi"iRY€
Fi'lwifiR:liRt stWQ)' fQf til" .Wff"Rt y"af aRQ a flfQji.tiQR fQf tllfi" y"ars iRtQ til" fwtWF" aRQI)'~iRg

til" if~.ts Qf til" a••QwRtiR§ staRQafQS .AQR§i. FwrtlliFR:lQfi, aRy Changes subsequently adopted
by carriers shall be disclosed in annual reports to this Commission:- -

(b) The changes in accounting standards which tllis CQR:lR:lissiQR aflflfQV"S the carriers
adopt will not necessarily be binding on the ratemaking practices of the various state commission.
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PART 32 SIMPLIFICATION

ELIMINATE REQUIREMENT TO TRANSFER SUSPENDED PROJECTS
TO ACCOUNT 2006

Modify Section 32.2003(c) as follows:

(c) If a construction project has been suspended for six months or more, companies shall
discontinue capitalization of AFUDC until construction is resumed. tI:~@ .Qst Qf tl:l@ PFQ:i@.t
iA.lwQ@Q iA tl:lis a••QWAt sl:lall Q@ tFaASWIT@Q tQ "••• QWAt 2QQ~, 1'>IQAQp@FatiA8 PlaAt, ,"itI:lQwt f",FtI:l@r
QiFi.tiQA QF appFQ"al Qf tl:lig CQFAFAiggiQA. If a project is abandoned. the cost included in this
account shall be charged to Account 7370. Special Charges.
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SIMPLIFY PART 32 BY SECTIONS 32.25 AND 32.26 AS FOLLOWS:

32.25 Unusual items and contingent liabilities.

Extraordinary items, prior period adjustments and contingent liabilities shall be~YQl+lit;l@Q

tB t};)i~ CBl+ll+li~~iBR t'Br r@Hi@'" Q@Wri Q@iRg recorded in the company's books of accoun~
accordance with the requirements of generally accepted accounting principles (GAAP).~
l+Iat@riality Bf "Brr@..tiBR~ Bf @rrBH iR priBr p@riBQ~ ~};)all Q@ l+I@a~Yr@Q iR r@latiBR tB tR@ ~Yl+ll+lary

a....ByRt I@H@I Y~@Q wr r@pB"iRg pYrpB~@~ tOr Cla~~ A• ..arri@rs, Br iR r@latiBR tB tBta! Bp@ratiRg
riV@RY@S Bf tBtal Bp@fatiRg ilX,P@RSiS wr Class ~ ..affi@rs. ~Br C!ass A ..affiifs, RB ..Bffi..tiBR iR
@X,.. iSS Bf QR@ pif..iRt Bf tR@ aggfilgati SYfRl+laf)' a BYRt QBllafs Bf BR@ l+IilliBR QBllafs, "'};)i ..};)@v@r
is Rig};)if, l+Ia~' Qi r@..QfQiQ iA "Yff@Rt BpifatiRg a QYAtS wit};)Byt pfiBf appfBval. ~Bf Class ~

..affiifs, RB ..Bff@..tiBR "'Ri..};) @X,.. i@QS BAi p@f"iAt Bf tBta! Bp@fatiRg r@H@R'-'I@S Qf QRi p@r"@Rt Qf
tQta! Bp@fatiRg @X,p@RSiS, Q@p@RQiRg QR t};)i AatYfi (::If tRi it@l+I, l+Ia~' Q@ f@"BfQ@Q in ..YffiRt
QpifatiRg a....QYRtS "'itRBYt pfiQf apPfQVal.

32.26 Materiality.

Companies shall follow this system of accounts in recording all financial and statistical
data. When errors occur or better estimates become available corrections should be made based
on the GAAP. iff@~pi ..til!i Qf aR iRQiviQYal itil+ls criteria of materiality~ YRQ@f GAAP, YRliSS a
"'aiv@r Ras Q@@R gfaRtiQ YRQ@f t1:~@ pfQvisiQRS Qf § :n, 1~ BftRis sYQpa" tB QQ BtR@f",is@.
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PART 32 SIMPLIFICATION

Deferred Tax Regulatory Liability.

Deferred Tax Regulatory Asset.

ELIMINATE REQUIREMENTS TO MAKE BALANCE SHEET ENTRIES
FOR GROSS UP FAS 109 ASSETS/LIABILITIES

(a) Tl:lis aliOliOQWRt sl:lall iRIi01wdi aJ+lQWRts Qf pFQbabl@ fytWF'it FiViRWi FlildwQtiQRS attFibwtabllil
tQ fWtwFi diQFiaSiS iR t3XiS p3~'abli, ]"'kS FidwQtiQRS QQIiOWF, 3J+lQWRtS FiQQFdid iR tl:lis

Attachment 6

f9}This account shall also be adjusted for the impact of prospective tax rate changes on
the deferred tax liability for those temporary differences underlying its existing balance.
If the cumulative effect of such adjustments reduces the account to a net debit
balance, such balance shall be reclassified to Account 1437.

32.1437

~This account shall also be adjusted for the impact of prospective tax rate changes on
the deferred tax liability for those temporary differences underlying its existing balance. If the
cumulative effect of such adjustments reduce the account to a net credit balance, such balance
shall be reclassified to Account 4361 .

fwtWF'it iRQFiaSiS iR taxiS payabli AS F'it'/iFsals Q.QWF, aJ+lQWRts FiQQFd@d iR tl:lis a_.QURt sl:lall b~
FidwQid vfitl:l a .F@dit @RtF:' aRd a d@bit @RtF)' tQ AIiOIiOQWRt 4J41, pl@t D@WFF@d Tax Liability
AdjwstJ+l@RtS,

Section 32.4361



PART 32 SIMPLIFICATION

MODIFY SECTION 32.2000(t)(i) TO PERMIT AVERAGE COSTING OF
INVESTMENT IN HARDWIRED CENTRAL OFFICE EQUIPMENT(COE)

(f) Standard practices for establishing and maintaining continuing property records.

(1) Accounting area.

(i) The continuing property record, as related to each primary plant account, shall be
established and maintained by subaccounts for each accounting area. An accounting area is
the smallest territory of the company for which accounting records of investment are
maintained for all plant accounts within the area. Areas already established for
administrative, accounting, valuation, or other purposes may be adopted for this purpose
when appropriate. In no case shall the boundaries of accounting areas cross~ State lines
QF ~Q'lRQaFi~g ?F~g"Fi~~Q ~y tR~ CQFRFRiggiQI~.

(ii) In determining the limit of each area consideration~may be given to the quantities of
property, construction conditions, operating districts, county and township lines, taxing
district boundaries, city limits, and other political or geographical limits, in order that the area
adopted may have maximum adaptability, within the confines of practicability, for both the
company's purpose and those of Federal, State, and municipal authorities.

(3) Methods ofdetermining original cost olproperty record units. The original cost
of the property record units shall be determined by analyses of the construction costs
incurred as shown by completion reports and other data, accumulated in the
respective construction work orders or authorization. Costs shall be allocated to and
associated with the property record units to facilitate accounting for retirements. For
example other costs incurred to installed COE hardwired investment not specificially
identifiable with the retirement units may be allocated to the retirement units using a
first in first out method of distributing the costs. The original cost of property record
units shall be determined by unit identification or averaging as described in
paragraphs (D(3) (i) and (ii) of this section.

(i) Unit identification. Cost shall be identified and maintained by specific
location for property record units contained within certain regulated plant
accounts or account groupings such as Land, Buildings, Central Office
Switching, Central Office Network Management, Motor Vehicles, Garage Work
Equipment, and Furniture. In addition, units involved in any unusual or special
type of construction shall be recorded by their specific location costs (note also
paragraph ~ 32.2000(f)(3)(ii)(B) of this subpart.

Attachment 7
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PART 32 SIMPLIFICATION

MODIFY SECTION 32.2000(f)(i) TO PERMIT AVERAGE COSTING OF
INVESTMENT IN HARDWIRED CENTRAL OFFICE EQUIPMENT(COE)

(ii) Averaging

(A) Average costs may be developed for plant consisting of a large number
of similar units such as terminal equipment, poles, wire, cable, cable
terminals, conduit, hardwired COE equipment furniture, and work
equipment. Units of similar size and type within each specified accounting
area such as a state and regulated plant account such as COE hardwired
investment may be grouped. Each such average cost shall be set forth in
the continuing property record of the units with which it is associated. §)

(B) The averaging of costs perm itted under the provisions of the foregoing
paragraph is restricted to plant having similiar characteristics installed in a
particular viRta8i gr baRd gf YiarlS iR"wrrid wit~iR aH accounting area.
Tl1is flaragra~R QQ@S AQt flir~it tR@ iRQlwsiQR Gf tAi QQst Qf WRits iRVQl"iQ

iR aRy wRwlSwal gr lS~i"ial ~!~i Qf "gRlStrw"tiQR. TRi wRitlS iRVQllCid iR ISY"I:I
wRwlSwal Qr lS~i"ial tY~i Qf €gRlStrw"tiQR ISRall !,)i ri"grdid at "gISt by
IQ€atigll.

(5) Identification of property record units. There shall be shown in the continuing
property record or in record supplements thereof, a complete description of the
property records units in such detail as to identify such units. The description shall
include the identification of the work order under which constructed, the year of
installation (unless not determinable per ~ 32.2000(f)(4) of this subpart, specific
location of the property within each accounting area in such manner that it can be
readily spot-checked for proof of physical existence, the accounting company's number
or designation, and any other description used in connection with the determination of
the original cost. Descriptions of units of similar size and type shall follow prescribed
grouplllgs.

(6) Reinstalled units. When units to which average costs are not applied,
i.e., specific and fixed location units, are removed or retired and subsequently
reinstalled, the date when the unit was first charged to the appropriate plant account
shall, when required for adequate service life studies and reasonably accurate
retirement accounting, be shown in addition to the date of reinstallation.

(7) Age and service life oj property. The continuing property record
shall disclose the age of existing property and the supporting records shall disclose
the service life of property retired. Exceptions from this requirement for any
property record unit shall be submitted to the Commission for approval.

(8) Rejerence to sources of information. There shall be shown by
appropriate reference the source of all entries. All drawings, computations, and other
detailed records which support quantities and costs of estimated costs shall be
retained as a part of on in support of the continuing property record.

Attachment 7
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PART 32 SIMPLIFICAnON

ELIMINATE ACCOUNTS 2411 POLES AND 2441 CONDUIT SYSTEMS

Modify Part 32 to transfer cost of poles and conduit systems to aerial cable and underground
cable as follows:

32.2411 Poles.

TAi~ aQQQWRt ~Aall iRQlwQil tAil QrigiAal QQ~t Qf pQI@~, QrQ~~arQ:l~, gwy~ aRQ QtA@r Q:lat@rial
W~ilQ iR tA@ QQA~trwQtiQR Qf pQI@ IiAil~ aRQ ~Aall iRQIIolQ@ tA@ QQ~t QftQVi@r~ wA@R RQt a~~QQiatilg

witA 9'1iIQiRg~i TAi~ aQQQWAt ~Aall al~Q iRQlwQ@ tA@ QQ~t Qf QI@ariRg pQI@ liA@ rQwt@~ aRQ Qftr@e
triQ:lQ:liRg 9}lt ~Aall @X:QlwQ@ tA@ QQ~t QfQ:laiRtaiRiRg pr@viQIol~ly QI@afilQ rQwt@~.

32.2421 Aerial cable.

(a) This account shall include the original cost of aerial cable and of drop and block wires
served by such cable or aerial wire as well as the cost of other material used in construction of
such plant. Subsidiary record categories, as defined below. are to be maintained for nonmetallic
aerial cable and metallic aerial cable.

(I) Nonmetallic cable. This subsidiary record category shall include the
original cost of optical fiber cable and other associated material used in constructing
a physical path for the transmission of telecommunications signals.

(2) Metallic cable. This subsidiary record category shall include the
original cost of single or paired conductor cable, wire and other associated material
used in constructing a physical path for the transmission of telecommunications
signals.

(b) The cost of permits and privileges for the construction of cable and wire facilities
shall be chargeable with such construction.

(c)This account shall also include the original cost of poles, crossarms, guys and other
material used in the construction of pole lines and shall include the cost of towers when not
associated with buildings. This account shall also include the cost of clearing pole line routes and
oftree trimming but shall exclude the cost of maintaining previously cleared routes.

J~.(J411

32.6421 Aerial cable expense.

(a) This account shall include expenses associated with aerial cable.

(b) Subsidiary record categories shall be maintained as provided in § 32.2421 (a) of
Subpart C.

Attachment 8
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PART 32 SIMPLIFICATION

ELIMINATE ACCOUNTS 2411 POLES AND 2441 CONDUIT SYSTEMS

eQ) TRill QQst Qf flrQtillQtivill QQvillriRg t'fJr bYri@d Qablill sRall bill QRargilld tQ '\QQQYAt 24 2J ,
Qwriilld Cablill, as aflflrspriatill, wAlillSS S':IQR flrQtillQti"ill QS"illriAg is rillysablill iR fllaQill. TRill aFRQWAts

Underground cable.

CQRduit SyShllRS.

(c) This account shall include expenses associated with poles.

32.2422

Attachment 8
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(d) The cost of cables leading from the main distributing frame or equivalent to central
office equipment shall be included in the appropriate switching, transmission or other operations
asset account. The cost of pipes or other protective covering for underground drop and block
wires shall in included in Account 2421, Aerial Cable or Account 2423, Buried Cable, as
appropriate. The amounts thus charged shall be included in the nonmetallic or metallic subsidiary
record category, as appropriate. The cost of pipes or other protective covering for inside wires
shall be included in Account 6321, Customer Premises Wiring Expense.

(a) This account shall include the original cost of underground cable installed in conduit
and of other material used in the construction of such plant. This account shall include the
original cost of conduit, whether underground, in tunnels or on bridges, which is reusable in
place. It shall also include the cost of opening trenches and of any repaving necessary in the
construction of conduit plant.-Subsidiary record categories, as defined below, are to be
maintained for nonmetallic underground cable and metallic underground cable.

(b) The cost of pumping water out of manholes and of cleaning manholes and ducts in
connection with construction work and the cost of perm its and privileges for the construction of
cable and wire facilities shall be included in the account chargeable with such construction.

(c) The cost of drop and block wires served by underground cable shall be included in
Account 2423, Buried Cable. The cost of protective covering for buried cable shall be charged
to Account 2423, Buried Cable, as appropriate, unless such protective covering is reusable in
place. The amounts thus charged shall be included in the nonmetallic buried cable or metallic
buried cable subsidiary record category, as appropriate:

(2) Metallic cable. This subsidiary record category shall include the
original cost of single or paired conductor cable, wire and other associated material
used in constructing a physical path for the transmission of telecommunications
signals.

(I) Nonmetallic cable. This subsidiary record category shall include the
original cost of optical fiber cable and other associated material used in constructing
a physical path for the transm iss ion of telecommunications signals.

eb) TR@ QQst sf flYFRfliAg watlilr Qyt Qf FRaRRQlillS aAd Qf QlillaAiRg FRaRRQlillS aRd dYQts iA
QQRRiQtiQA WitR QQAstrYQtiQA wQrk aAd tRill QQgt Qf flillrFRits aAd flrivilillgills t'fJr tRill QQRstrYQtiQA Qf
Qablill aAd wirill faQilitiills sRal1 b@ QRarg@ablill ",itR SWQR QQAstrYQtiQR.

ea) TRig aQQQWAt sRall iAQIYQill tRill QrigiAal QQst Qf QQAdyit, wRilltRillr wRdillrgrQYRd, iA
tYARiis Qr QR bridgills, WRiQR is r@ygabh~ iA fllaQ@1 It gRail alsQ iAQlyd@ tRill QQst QfQfl@AiAg
trillAQR@S aAd Qf aR~( r@fla"iAg R@Q@SSa~( iA tR@ QQAstrYQtiQA sf QQAdyit fllaAt.



PART 32 SIMPLIFICATION

ELIMINATE ACCOUNTS 2411 POLES AND 2441 CONDUIT SYSTEMS

Underground cable expense.32.6422
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(c) This account shall include expenses associated with conduit systems.

Jl.M41

(a) This account shall include expenses associated with underground cable.

t~YS ~~ar§iQ s~alI bi iA.I"QiQ iA t~lil AQA~liltalli. bYrililQ .abli Qr ~liltalli. ByrililQ .aBllil sYBsiQiary
rlil~QrQ ~ati~Qf)'; as apprQpriati.

(b) Subsidiary record categories shall be maintained as provided in § 32.24.22(a) of
Subpart C.

~Q) Uli li1BSt Bf piPiS Br Bt~ir prBtili1tivi li1€wiriAg tQr wA€lirgrQYAQ €IrQp ;;lAQ blQli1k wifis
sRali iA iA~ly€liQ iA A~li1BYAt 2421, Airial Cabli Qf Ali1.QYAt 242~, Qyrii€l Cabli, as apprQpriatlil.
T~i a~QYAts t~YS ~~afgi€l s~all bi iAli1I'1€1iQ iA t~i AQA~italli~ Qf fAitalli~ sYbsiQiaf)' fi~Qfd
.atigQry, as apprQpriati, TRi ~BSt Qf piPiS Qf Qt~ir PfQtili1tivi .QviriAg tQr iASi€li WifiS s~all b€
iA.lyQi€l iA A li1.QYAt Q~2], CYstQ~ir Prlil~isis WiriAg EXplilASi.



PART 32 SIMPLIFICATION

CHANGE PART 32 TO PERMIT ALL TELECOMMUNICATIONS CARRIERS
TO USE THE CLASS B LEVEL CHART OF ACCOUNTS

Modify Part 32 Section 32.11 to permit all telecommunications carriers to use
Class B chart of accounts (see Attachment A) as follows:

32.11 Classification of companies.

(a) For accounting purposes, companies are divided into classes as follows:

(1) Class A. Companies having annual revenues from regulated
telecommunications operations that are equal to or above the indexed
revenue threshold.

(2) Class B. Companies having annual revenues from regulated
telecommunications operations that are less than the indexed revenue
threshold.

(b) ALL ClaSS ..t companies shall keep all the accounts of this system of
accounts which are applicable to their affairs and are designated as Class AB
accounts. Class A T};}~s~ bQAlf>aAi~S shall also keep Basic Property Records in
compliance with the requirements of § 32.2000(e) and (f) of Subpart C.

(c) Class B companies shall keep all tQ~ abbQWAtS Qf tQis syst~Al Qf abbQWAts
W};}ib};} ar~ :if>f>libaQl~ tQ tQ~ir affairs aAQ ar~ Q~SigA~~Q as ClaSS 1) abbQWAts, T};}~se

bQAlf>aAi~S SQall alSQ k.~~f> Continuing Property Records in compliance with the
requirements of §§ 32.2000(e)(7)(A) and 32.2000 (f) of Subpart C.

(d) All ClaSS B companies that desire more detailed accounting may keep
aQQpt the accounts prescribed for Class A companie~, WPQA tQ~ SWQAlissiQQ, Qf a
wriU~Q, Q,QtifibatiQA tQ t};}~ CQAlAlissiQR:.

(e) The initial classification of a company shall be determined by its lowest
annual operating revenues for the five immediately preceding years. Subsequent
changes in classification shall be made when the annual operating revenues show a
greater or lesser classification for five consecutive years. Companies becoming
subject to the jurisdiction of the Commission and not having revenue data for the
five immediately preceding years shall estimate the amount of their annual
revenues and adopt the scheme of accounts appropriate for the amount of such
estimated revenues.
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1401 1401
1402 1402
1406 1406
1407 1407
1408 1408
1410 1410

1437 1437
1438 1438
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1120
1130
1140
1150
1160

1180 1180

1181 1181
1190 1190
1191 1191
1200 1200
1201 1201
1210 1210

1220 1220

1280
1290
1300
1310
1320
1330

1350 1350

Account title

Current Assets

Cash and equivalents:
Cash and equivalents .
Cash ·.·
Special cash deposits ..
Working cash advances ..
Temporary investments .

Receivables and allowances for doubtful accounts:
Telecommunications accounts receivable ..
Accounts receivable allowance--
telecommunications .
Other accounts receivable ..
Accounts receivable allowance--other. ..
Notes receivable .
Notes receivable allowance ..
Interest and dividends receivable ..

Supplies:
Material and supplies .

Prepayments:
Prepayments .
Prepaid rents .
Prepaid taxes .
Prepaid insurance .
Prepaid directory expenses ..
Other prepayments .

Other current assets:
Other current assets ..

Noncurrent Assets

Investments:
Investment in affiliated companies .
Investments in nonaffiliated companies ..
Nonregulated investments .
Unamortized debt issuance expense ..
Sinking funds .
Other noncurrent assets .

Deferred charges:
Deferred tax regulatory asset.. ..
Deferred maintenance and retirements .

Class A
account

Class B
account



2110
2111
2112
2113
2114
2115
2116
2121
2122
2123
2124

2210
2211
2212
2215
2220 2220

2230
2231
2232

2310
2311
2321
2341
2351
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Account title

Deferred charges .

Other:
Other jurisdictional assets--net. .

REGULATED PLANT

Property, plant and equipment:
Telecommunications plant in service .
Property held for future telecommunications use .
Telecommunications plant under construction--
Telecommunications plant adjustment... .
Nonoperating plant... ..
Goodwill .

TELECOMMUNICATIONS PLANT IN SERVICE (TPIS)

TPIS--General support assets:
Land and support assets .
Land .
Motor vehicles ..
Aircraft .
Special purpose vehicles ..
Garage work equipment.. ..
Other work equipment... ..
Buildings
Furniture
Office equipment.. .
General purpose computers .

TPIS--Central Office assets:
Central Office--Switching..................... .........
Analog electronic switching .
Digital electronic switching ..
Electro-mechanical switching .
Operator systems ..
Central Office--Transmission ..
Radio systems .
Circuit equipment. ..

TPIS--Information originationJtermination assets:
Information originationJtermination .
Station apparatus .
Customer premises wiring .
Large private branch exchanges ..
Public telephone terminal equipment. .

Class A
account

1439

1500

2001
2002
2003
2005
2006
2007

Class B
account

1439

1500

2001
2002
2003
2005
2006
2007



2362

2410
2411
2421
2422
2423
2424
2425
2426
2431
244]

2680
2681
2682
2690 2690

Account title

Other terminal equipment... .
TPIS--Cable and wire facilities assets:

Cable and wire facilities .
Poles ···
Aerial cable .
Underground cable .
Buried cable ·
Submarine cable .
Deep Sea cable ..
Intrabuilding network cable ..
Aerial wire .
Conduit systems .

TPIS--Amortizable assets:
Amortizable tangible assets ..
Capital leases .
Leasehold improvements .
Intangibles ..

Depreciation and amortization:
Accumulated depreciation .
Accumulated depreciation--Held for future
telecommunications use ..
Accumulated depreciation--Nonoperating .
Accumulated amortization--Tangible.............. .. ..
Accumulated amortization--Capitalized leases ..
Accumulated amortization--Leasehold improvements
Accumulated amortization--Intangible .
Accumulated amortization--Other. ..

Current liabilities:
Accounts payable .
Notes payable .
Advance billing and payments ..
Customer's deposits .
Current maturities--Iong-term debt.. .
Current maturities--capital leases .
Income taxes--accrued .
Other taxes--accrued .
Net Current Deferred Operating Income Taxes.....
Net Current Deferred Nonoperating Income Taxes ..
Other accrued liabilities ..
Other current liabilities ..

Class A
account

3100

3200
3300

3410
3420
3500
3600

4010
4020
4030
4040
4050
4060
4070
4080
4100
4110
4120
4130

Class B
account

3100

3200
3300
3400

3500
3600

4010
4020
4030
4040
4050
4060
4070
4080
4100
4110
4120
4130
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4210 4210
4220 4220
4230 4230
4240 4240
4250 4250
4260 4260
4270 4270

4310 4310
4320 4320
4330 4330
4340 4340
4341 4341
4350 4350
4360 4360
4361 4361
4370 4370

4510 4510
4520 4520
4530 4530
4540 4540
4550 4550

Account title

Long-term debt:
Funded debt. · ·.. ·····
Premium on long-term debt.. .
Discount on long-term debt.. .
Reacquired debt. ·· .
Obligations under capital leases .
Advances from affiliated companies .
Other long-term debt... .

Other liabilities and deferred credits:
Other long-term liabilities .
Unamortized operating investment tax credits net
Unamortized nonoperating investment tax credits net.. .
Net noncurrent deferred operating income taxes..
Net deferred tax liability adjustments ..
Net noncurrent deferred nonoperating income taxes .
Other deferred credits .
Deferred tax regulatory liability .
Other jurisdictional liabilities and deferred credits--net... ..

Stockholders' equity:
Capital stock.. .
Additional paid-in capitaL .
Treasury stock .
Other capital .
Retained earnings .

Local Network Services Revenues:
Basic local service revenue ..
Basic area revenue .
Optional extended area revenue .
Cellular mobile revenue ·
Other mobile services revenue .
Public telephone revenue .
Local private line revenue ..
Customer premises revenue .
Other local exchange revenue .
Other local exchange revenue settlements......

Network Access Services Revenues:
Network access revenue ··
End user revenue .
Switched access revenue .
Special access revenue .
State access revenue .

Class A
account

5000
5001
5002
5003
5004
5010
5040
5050
5060
5069

5080
5081
5082
5083
5084

Class B
account

5000

5080
5081
5082
5083
5084
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Long Distance Network Services Revenues:
Long distance message revenue. 5100 5100
Unidirectional long distance revenue.......... 5110
Long distance inward-only revenue............. 5111
Long distance outward-only revenue............ 5112
Long distance private network revenue......... 5120
Subvoice grade long distance private network revenue. 5121
Voice grade long distance private network revenue............. ..... 5122
Audio program grade long distance private network revenue.... 5123
Video program grade long distance private network revenue 5124
Digital transmission long distance private network revenue 5125
Long distance private network switching revenue 5126 .
Other long distance private network revenue... 5128
Other long distance private network revenue settlements............. 5129
Other long distance revenue................... 5160
Other long distance revenue settlements....... 5169

Miscellaneous Revenues:
Miscellaneous revenue.................... ..... 5200
Directory revenue............................. 5230
Rent revenue.................................. 5240
Corporate operations revenue.... 5250
Miscellaneous revenue.............. 5260
Special billing arrangements revenue.......... 5261
Customer operations revenue.... 5262
Plant operations revenue.................. 5263
Other incidental regulated revenue. 5264
Other revenue settlements.......... 5269
Carrier billing and collection revenue........ 5270

Nonregulated Revenues:
Nonregulated operating revenue................ 5280 5280

Uncollectible Revenues:
Uncollectible revenue......................... 5300 5300
Uncollectible revenue--Telecommunications..... 5301
Uncollectible revenue--Other.................. 5302

Account title

Plant specific operations expense:
Network support expense .
Motor vehicle expense .
Aircraft expense ..
Special purpose vehicles expense .
Garage work equipment expense ..
Other work equipment expense .

Class A
account

6110
6112
6113
6114
6115
6116

Class B
account

6110
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General support expenses. 6120 6120
Land and building expenses.................... 6121
Furniture and artworks expense................ 6122
Office equipment expense...................... 6123
General purpose computers expense........... 6124
Central office switching expense.............. 6210 6210
Analog electronic expense..................... 6211
Digital electronic expense.................... 6212
Electro-mechanical expense.................... 6215
Operators system expense...................... 6220 6220
Central office transmission expenses.......... 6230 6230
Radio systems expense......................... 6231
Circuit equipment expense..................... 6232
Information origination/termination expense... 6310 6310
Station apparatus expense..................... 6311
Large private branch exchange expense......... 6341
Public telephone terminal equipment expense... 6351
Other terminal equipment expense.............. 6362
Cable and wire facilities expenses............ 6410 6410
Poles expense................................. 6411
Aerial cable expense.......................... 6421
Underground cable expense..................... 6422
Buried cable expense...... 6423
Submarine cable expense....................... 6424
Deep sea cable expense........................ 6425
Intrabuilding network cable expense........... 6426
Aerial wire expense........................... 6431
Conduit systems expense....................... 6441

Plant nonspecific operations expense:
Other property plant and equipment expenses... 6510 6510
Property held for future telecommunications use expense. 6511
Provisioning expense.................. ........ 6512
Network operations expenses................... 6530 6530
Power expense................................. 6531
Network administration expense................ 6532
Testing expense............................... 6533
Plant operations administration expense....... 6534
Engineering expense........................... 6535
Access expense................................ 6540 6540
Depreciation and amortization expenses........ 6560 6560
Depreciation expense--telecommunications plant in service 6561
Depreciation expense--property held for future

Account title
Class A
account

Class B
account
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Other operating income and expense:
Other operating income and expense............ 7100 7100
Income from custom work....................... 7110
Return from nonregulated use of regulated facilities 7130 ..
Gains and losses from foreign exchange........ 7140 ..
Gains or losses from disposition ofland and artwork.. 7150 .
Other operating gains and losses.............. 7160

Operating taxes:
Operating taxes............................... 7200 7200
Operating investment tax credits--net......... 7210
Operating Federal income taxes................ 7220
Operating State and local income taxes........ 7230
Operating other taxes......................... 7240

Account title

telecommunications use .
Amortization expense--tangible .
Amortization expense--intangible .
Amortization expense--other. .

Customer operations expense:
Marketing .
Product management. .
Sales .
Product advertising ..
Services .
Call completion services .
Number services .
Customer services .

Corporate operations expense:
Executive and planning .
Executive ..
Planning .

General and administrative .
Accounting and finance ..
External relations ..
Human resources .
Information management. .
Legal ..
Procurement. .
Research and development... .
Other general and administrative .
Provision for uncollectible notes receivable ..

Class A
account

6563
6564
6565

6610
6611
6612
6613
6620
6621
6622
6623

6710
6711
6712

6720
6721
6722
6723
6724
6725
6726
6727
6728
6790

Class B
account

6562 ........

6610

6620

6710

6720

6790



7910
7990

7600
7610

Class B
account

7500

7450

7400

7340 .........

7300
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7640

7600

7500
7510
7520
7530
7540

7300
7310
7320
7330

Class A
accountAccount title

Provision for deferred operating income taxes--net....... 7250 .

Nonoperating income and expense:
Nonoperating income and expense .
Dividend income .
Interest income .
Income from sinking and other funds .
Allowance for funds used during construction..
Gains or losses from the disposition of certain property 7350
Other nonoperating income..................... 7360
Special charges............................... 7370

Nonoperating taxes:
Nonoperating taxes............................ 7400
Nonoperating investment tax credits--net...... 7410
Nonoperating Federal income taxes............. 7420
Nonoperating State and local income taxes..... 7430
Nonoperating other taxes...................... 7440
Provision for deferred nonoperating income taxes--net. .

Interest and related items:
Interest and related items ..
Interest on funded debt... ..
Interest expense--capital Leases ..
Amortization of debt issuance expense .
Other interest deductions .

Extraordinary items:
Extraordinary items .
Extraordinary income credits .
Extraordinary income charges........ 7620
Current income tax effect of extraordinary items--net.. 7630
Provision for deferred income tax effect of extraordinary
items--net...

Jurisdictional Differences and nonregulated income items:
Income effect ofjurisdictional ratemaking difference--net... 7910
Nonregulated net income....................... 7990


